
STAIE OF IIEI{ YORK
STATE TAX COIOIISSIOil

In thc llatter of the Petltlon

of

A. BERT CIIABOT

3
For a Redctermlnatl.on of a Deflclency or
a Refirnd of Personal Income r

AFFIIIAVII OT loltlre
OF TOTICE OT DECIIgIOT
sY (cEnrrrrED) HrIr,

Taxea under Arttcle(s) ZZ
Tax law for the (Vear(s) Lg64

of the

State of llen York
County of ALbany

Martha Funaro r belng duly ewornl deposes and eaye that

she is an enpLoyee of the llepartnent of Taxatlon and Flrunccr ovcr 18 yeara of

agel and that on the 2Ti;.5,day of ,JuIy , L972 1 she eervcd thc wlthln

ilo,tfce of Decieton (or Determlnatlon) by (ecrtlfted) nall upon A. Bert Ctrabot

(repreeentatl.ve of) the petltlonen tn thc wtthln

proceedingr by encloal.ng a true copy thereof Ln a seeurely sealed lmrtpaid

t{rapper addrcseed as follons: A. Bert Clrabot

i3* f,*i:"ft#;:x; loor7
and by depoeltlng eme errcloeed Ln a postpald propcrly addresscd rrapper ln a

(post offlce or offlclal delnsltory) under the exclugivc care end curtody of

the llnited States Poet Offlce Departlcnt wtthln the State of lfer Yort.

Ttrat deponent frrther.sayo that the sald addresaee Ls the (retrrreeeutatlve

of) petttloner hereln and that the addresc set furth on eal.d rrapp€r 1r the Lart

known address of the (relnesentatl,vc of thc) pctitloner.

Snorn to before ne thls

27th-fl6y 6f ,Iuly ,  L97Z



STATE OF }IEI{ YORK
STATE TAX CO}OIISSIO}I

In thc l{atter of the Petltlon

of

A. BERT CIIABOT ArFIIIAVII 0r ilAILne
OF XOTICE Of DECISIOX
BY (CERTTTTDD) HArr,t

For a Redetermfnrtlon of a Deftelency or
a Refund of Personal Income 3
Taxee under Arttcle(s) ZZ of thc
Tax law for the (Year(s) Lg64 3

State of llerw York
County of Albany

Martha Funaror belng duly awornr depoaee and oaye that

she is an ernployee of the llepartnent of Taxatlon and Flnenccr ovcr 18 yeara of

age, and that on the 2Tthday of July , L972 I shc rervcd the wlthln

lfo,tlce of Decielon (or DetemLnatlon) by (ccrtlfted) naLL upon Henry Magid, C.P.A.

(repreeentatLve of) the petltloner tn thc rlthln

proceedlngl by encloeX.ng a true eopy thcreof ln a eeeurely sealed poetlnld

wrapper addrcssed as followsr Henry Magid, C.P.A.
350 Fifth Avenue
New York, New York

and by depoetting eme enclosed ln a poatlnl.d properly addresscd Eapper ln a

(post offlce or offl,cl.al delnsltory) under the exclualvc care and eurtedy of

the tlnited States Post Office Deparficnt wtthln the State of lfcr lork.

Ttrat ileponent frrther says that the sald addrearee la thc (repreaeutative

of) petltl.oner hereln and that the addrcEs set forth on aald *rrpper le the Lart

kno*a addrese of the (retrnreeentatlvc of thc) trntltlmer.

,  LgTZ

Sworn to before ne thls



STATE OF NEW YORK

STATE TAX COIUI4ISSION

N O R M A N  F .  G A L L M A N ,  A C I I T { G  P R E S I D E N I

A .  B R U C E  M A N L E Y

M I L T O N  K O E R N E R

DEPARTMENT OF TAXATION AND FINANCE
BUILDING 9, ROOI4 2lltA

STATE CATPu3
AlSAlrlY, N. Y. 12226

AREA CODE 518

4 5 7 - 2 6 5 5 , 6 , 7

htrCr Aibany, i{ew l-ork

Jnly t?, f$ta

f" f f i51f f i
rfl Hlm &ila
fr lbiltr lr hlt 1OO1?

nrrr tr. dl*o0r

please take notice of the iln|if0il
of the State Tax Commission enclosed herewith.

3:: i i :" l3T " *58"n e r no t i c " l? ".'n3T::"**1" 
",,o

:i:: T3 :tno 1". !fiH::" :3 ;ili :x.'r8gf,' " 
e dec i -

f rom the date of  th is  not ice.

Any inquiries concerning the computation of tax
due or refund al lowed in accordance with this
decision or concerning any ottrer matter relat, ive
hereto may be addressed to the undersigned.
Tlrese will be refered to the proper party for
repIy .

Ver1z truly yours,

tTAtE TAr CoMMt59tOX

t{EAltxc u i tT

ED 'ARD ROOK

StciETAiY t0
coMrarS3 rol{

A00lE3s Youi  REPLY tO

Enc .

cc : Petit . ioner'
Law Bureau

ruLl. ffin
HEARING OFFICER

Representative



STATE OF NEW YORK

STATE TA)( COMMISSION

In the Matter of the Petit ion

o f

A. BERT CHABOT

for Redetermination of Deficiency or
for Refund of Personal Income Tax
under Art icle 22 of the Tax Law for
fhe Year  L964.

DECISION

petit ioner, A. Bert Chabot, has f i led a petit ion for redetermination

of deficiency or for refund of personal income tax under Art icle 22

of t 'he Tax Law for the year L964' (Fi le No' 29046571) '  A formal

hearing was held before Paul B. Coburn, Hearing Off icer, at the

off ices of the State Tax Commission, BO Centre Street, New York,

New York on AugusL L7,  I97L,  d t  10:45 A.M.  Pet i t ioner  appeared by

Henry Magid, C.P.A. The Income Ta.x Bureau appeared by Edward II.  Best,

Esq . ,  (A lbe r t  J .  Ross i ,  Esg .  ,  o f  Counse l ) .

ISSUE

Did petit ioner, A. Bert Chabot, during the year L964 receive

a d is t r ibut ive share of  income in  the sum of  $L7,786.42 f rom a

partnership known as the Madison Company?

FINDINGS OF FACT

1.  Pet i t ioner ,  A.  Ber t  Chabot ,  and h is  wi fe  f i led a New York

State combined income tax return for the year L964.

2.  On March 25,1968,  the Income Tax Bureau issued a Statement

of Audit Changes against petit ioner, A. Bert Chabot, imposing



2 -

additional personal income tax for the year L964 upon the additional

unreported distr ibutive share of partnership income of $L7 '786.42

allegedly received from the Madison Company. It  also increased his

taxable New York State income in the addit ional sum of $556.15 which

was al legedly his share of the unincorporated business tax deduction

taken on the partnership return of the Madison Company. In accordance

with the aforesaid Statement of Audit Changes, i t  issued a Notice of

De f i c i ency  i n  Lhe  sum o f  $2 ,LsO.79 .

3.  A.  Ber t  Chabot  & co. ,  Inc.  was a New York corporat ion.  I ts

principal place of business was 342 Madison Avenue, New York, New York.

Pet i t ioner ,  A.  Ber t  Chabot ,  and h is  wi fe  were the so le of f icers,

directors, and stockholders..of the corporation. The corporation had

engaged in the business of importing handkerchiefs prior Eo 1964. In

1963 it stopped importing handkerchiefs and commenced a liquidation

of i ts inventory. On March 1, L963, the Board of Directors of the

corporation authorized petit ioner, A. Bert Chabot, to become a mernber

of a partnership to be known as the Madison Company as a nominee for

the corporat ion.  I t  invested $182,700.09 in  the Madison Company as

of December 31, 1964. These funds had become available as a result

of the l iquidation of the handkerchief business. It  reported said

investment in the Madison Company on its L964 V. S. Corporation

income tax return and on its cert i f ied f inancial statement for said

year. Petit ioner, A. Bert Chabot, received compensation in the sum

of  $12,000-00 f rom the corporat ion dur ing the year  L964.

4. On June 11, 1963, petit ioner, A. Bert Chabot, and Bernard

Kestenbaum entered into a written partnership agreement forming a
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partnership known as "The Ivladison Company". Itre partnership

engaged in the business of buying and selling mortgages, accounts

receivable and other property and financing business ventures

from 1963 unti l  1966 when the partnership was dissolved. Ttre

place of business of t}re partnership was 342 Madison Avenue,

New York, New York. Profi ts and losses were shared equally.

It  had ordinary income of 935,572.84 for t*re year L964. It  did

not make any distr ibutions to the partners during said year.

Petit ioner, A. Bert Ctrabot, was active in the f inancing and manag-

ing of  aceounts,  eo l lect ions and so l ic i ta t ion of  bus iness.  He

was not compensated by the partnership for this work. He was

listed as a partner on the L964 u.s. and New York state partner-

ship returns of the liladison Company and credited with undistributed

income o f  $17 ,786 .42 .

5. Petit ioner, A. Bert Ckrabot, did not personally invest any

funds in the Madison Company.

6.  A.  B.  Ckrabot  & Co. ,  Inc.  repor ted on i ts  L964 U.S.

Corporation income tax return as "other income...partnership -

Madison Co."  t t re  sum of  917,786.32 which sum represented one hal f

of the undistributed earned income of the lladison Company for the

year 1964. It  also reported said sum as income in i ts cert i f ied

financial statement for said year.

7. The Madison Company partnership was terminated in 1966.

All  of the monies invested in i t  by A. B. chabot & co., rnc. were

returned to ttre corporation together with one half of all of the

earnings of the partnership from its inception to i ts termination.

CONCLUSIONS OF I,AW

A. That the activit ies of petit ioner, A. Bert Chabot, during

the year 1964 as a partnet of the Madison company were in his

capacity as a nominee for A. B. chabot & co., fnc. and not for

his own account and, therefore, the share of the undistributed
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profits credited to his account on the books of the partnership

$/ere chargeable for tax purposes to ttre corporation and not to

him personally.

B. ftrat the petition of A. Bert Ctrabot is granted and the

Not ice of  Def ic iency issued March 25,  1968,  is  cancel led.

DATED: New York

-7 7 /q7&
STATE TAX COMMISSION

COMMISSIONER


